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I.

METHODOLOGICAL ISSUES IN EVALUATING
ORGANIZATIONAL EFFECTIliENESS

The pursuit.of organiational effectiveness has long keen considered

a hallmark of contemporary managers. ,Unfortunately, however, while most

organizational analysts agree that managers have a central responsibility

for achieving--or alt least pursuing--effectiveness, there is a notable
/

lack of consensus concerning what is meant by the concept itself

(Pennings and Goodma6, 1976). For an economist gr financiaf analyst,

organizational effe,tiveness is often equated with profit or return on

investment. For a line manager, however, effectiveness is of,ten syno-

nymous with the level of output of goods or services. For the R

scientist, effectiveness malbe seen as the number of patents, inventions, or

new products emerging from an organization. And, finally, for many labor

union leaders, effectiveness is often defined in terms of job security,

satisfaction, or the quality of working life. In short, while there is

general agreement that effectiveness is a desirable attribute for organiza-

tions to exhibit, the criteria for its assessment remain unclear.

In view of the many different ways in which managers and researchers

conceptualize the topic of organizational effectiveness, it comes as no

A related version of this paper will appear in Orgatazationar Dynamics,
in press. This project has been supported by funds suNlied under Office
of Naval Research contract No. N00014-76-C-01641 NR 170-812,'Richard M.
Steers, Principal Investigator.
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surprise-that there is equal disagreement concerning the best strategy

for its attainment. A principal reason for this lack of agreement stems

from the rather parochial views that exist concerning the effectiveness

construct (see, for example, Cathpbell et al., 1974). For instance,,many

. people view effectiveness in terms of one evaluation criterion (e.g.,

profit, productivity, etc.). On the contrary, it is difficult to conceive

of an organization that would survive for long if it pursued a profit goal

exclusively ana ignored completely the needs and goals of its employees

and of society at large. Organizations typically pursue multiple--and

often conflicting--goals and these goals tend to be different across

organizations depending upon the nature and composition of the particular

-

enterprise and its environment.

A further explanation for thp eneral absence of agreement concerning

the nature of effectiveness stems from the ambiguity oE the concept itself.

It is often assumed (incorrectry) by organizititmal analysts that the

evaluation criteria for effectiveness can be easily identified (Parsons,

1956). In point of facf, such criteria tend to-be rather intangible and

are largely the result of who is doing the evaluating and what their,

specific frames of reference are.

Various attempts have been made tn identify relevant facets of effec

tiveness that could serve as useful evaluation criteria (Georgopoulos and

Tannenbaum, 1957; YUchtman and Seashore, 1967; Price, 1968; Mahoney and

Weitzel, 1969). A recent review by this aUthor of seVenteefi different

4
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/ approaches to assessing organizational etfectiveness revealed a general

at;sence of convergence apross the various approaches (Steers, 1975, 1976).
t.

Table 1 summarizes the-Various criteria used in the seventeen models, as

well as the frequency (expressed both numerically and in percent) with

which. they are mentioned. As can be.seen in thrs table, Only one criteria

-(adaptability-flexibility) was mentioned in more thai half of ihe models.

This criterion was follofred, rather distantly, by-productivity, satis-

:faot,i.on, profitability, and resource acquiSition. Thus, there is little

4r-qement among analysts concerning what criteria should be used to

I.
évaluate levels of effectiveness.

Insert Table 1 About Here

PROBLEI1S IN EVALUATION

This absence of convergence among competing evaluation techniques

presents a serious Otoblem for both managers and organizational,analysts

If agreement cannot be reached concerning appropriate criteria for pur-

poses of assessment, then it'follows that conSiderable difficulty would

be oncounterpd'in attempts to evaluate the relative success or fa'

(:

ure of

an organization against such criteria. This inability to identify meaning-.

ful criteria to be used' across organizations results in part from the

existence of several questiong (or problems) that must be resolved if we

"are to derive more useful approaches to assessing org nizational effec- .

tivenes. Eight such issues are raised here (see Steers, in press, for a

more detailed analysis).,

5
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1. Is there any such thing as organizational effectiveness? When

examining the notion of effectiveness, it is only logical to ask whether

or not there is indeed any such construct. That is, in 61e absence of

\

any tangible evidence; it may be that organizational effectiveness exists

only on an abstract level and has, little applicability to \the faark place.

If effectivenegs is indeed.a viable concept from either a 'PsychologIcal
\

A
or managerial standpoint, its place in the study of or9nilat1ons must

be made more explicit,

2. How stable aYe the asIsessment criteria? A seNnd problem en-

counterki in attempts to asses effectiveness is that many of the criteria

for evaluatiOn change over time. For example, in a growth economy, the

effectiveness of a business firm may be related to'level orClpital in-

vestment; however, during a recession or depression, capital liquidity may

emerge to be a more useful criteria and high capital investment may skift

. '

from an asset to-a liability. Clearly, such criterii'do not represent

stable indicators of.organila-tional success. As a matter of fact, this

transitory nature of many of the effectiveness criterion has led some
4

investigators (e.g., Georgopaulos and Tannenbaum, 1957) to stiggest that

adaptability.al flexibility.represents- tne centrAl vatiable in any model

'of effectiveness.

3. Which time perspective is most appropriate in agsessment?

Contributing to the ciiterion instability problem is the problem of which

time perspective one wishes -to employ.in assessment. For e-bmple,

Ifsoimany of an organization's resources are used in current p oduction

1
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r
(a short-run criterion) that little remains for investments in R & D,

the drganization may ultimately'find itself with outmoded products and

threatened for its very survival (a long-term criterion). Thus, the

problem for the manager ig how-best to allocate available resources
. -

between short and long-term considerations so'both.receive sufficient

support fol- their respective purpoks.
'A

4. Are the'assessment criteria homogeneous? Most approaches to

-

ass6sing effectiveness rely on-aties of relatively discreet criteria

(e.g., produccivity,job satisfaction, profitabsility). The.use of such

-multiple measures,however: often leads to problems whet-6' these criteria.

'are in conflict with one anothet For instance, con'Ader an organization

thr uses productivity and satisfaction as two of its criteria. Produc-

tivity can often be increased (at least in the short-run) by pressuring
* r..i. /

. .

. employees tp exert greater energ7. ,Sucti efforts by management'are likely

.3

.
to result in reduced satisfaction, ho ever. , On the other hand,,satis-

# .

faction.may.be increased by yielding employees. demands for increased

leisure time and reduced production Pressures', therebY. potentially reducing

productivity. Thus, while the use of littiple evaluation criteria.adds

1:ireadth to any assessment.attempt, it simultaneously opens the door to

R,
conflicting demands which management-may not be ,03le to satisfy.

5. -How accurate are the assessmeRteria? A further Problenf in
/.

assessing organizational effectiveness is common to all ttempts by manage-

Ment to implement change;'namely, how does one secure accurate measures for

purposes of evaluation? How does an organization accUrately measure

7
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managurial performance or job satisfaction, if these are to be used as

effectivene4 criteria? In addition, how consistent are guch measures

over time? In point of fact, we tend to operationalize perfOrmance rather

loosely in terms of global superior ratings and satisfactlon perhaps in

terms of turnover and Asenteeism rates. Sudh operational definitions

have their obvious limitations, adding turther to attempts to accurately

assess effectiveness.

6." How widely.can the criteria be applied? A major problem that'

exists with many of the criteria that have been suggested for assessing

effectivenesS is the belief that they apply equally in 1,)ariery of

organizations. Such is often not the case. While profitabili.6Y and market.
*A- .

share may be relevant, criteria for most business firms, they have little.'

applicability for organizations like a library or a police department.

Thus, when considering appropriate_critria fo'r Rurposes of assessment,

care mipSt be taken to insure that the criteria, are consistent with the

goals and purposes of a paTticular organization.

. 7. How do such criteria help us understand orkanizational, dynamics?'

Of major concern to the7.erganizational analyst ls the question of the

.uti7lity of the effectiveness construct. That is, what purpOses are 9erved

N V
by the existence ot evaluation criteria for assesSing effectiveness? Dp

they provide insight into the dy,namics of on-going organizatiOns?

Do they help us tolmake predictions concerning the future actions of

organizations? Unless models fadilitate a better understan

WI



organizational'ttructures, processes, or behaVior, they areof little

value from an analytical sLndpoidt'.

8. ,At mhiuh'level should efRi.veness be asses, sed? Finally,
,

,
N

managers are faced with-the probleof ere to do the assessment of
:,-

effectiveness. Logic would suggest triat organliational effectiveness is
..

. / ../,
.

best evaluated on anorganizAion-wide basis. ,:,However, such an approach
.

.

. t d .' . 0 .

by i

1

self ignOes the Onamic relatiodShips between an organization and
.

. p
its yarious ar.ts. It must'be rdmemberecr.that it is the individual

employees wtio ultimately detetmine the degraf organizational success*

4 As such, if w'e are to increase Our understanding of organizational pro-

cesses, models of effectiveness must be "developed which attempt to

identify thev.115rure of the relationships between individual'prode

2,i;9rganizaional behavior-to the extent possiblet:.

'Even'a cursory examination of these probleMs.reveals the magnitude

and.complexity'of the subledt. Tf managers are to reduce Cheir dependence

on simplistic assessmentcriLeria for evaluating effectiveness,.they must

be provided'with S frameworkor analysis which o rcomes many of these

problems. One solution that at least minimizes many of the obstacles to" ,

asspssing effFctiveness is to view eff tiveness terms,ora process

instead ofoan end state. When we ex mine,the earlier modelg of effec-
',-

tivcness, most.place a heavy emphasis ,6n.identifying the criteria them-.

',selves (i.e.,,the end state). While such moy be useful, they

. .

tell us ilttle abou he ingredients that facilitate effectiveness. Nor



do they hep the manager td-better underSIand how effectiveness results.

Hence, it appears that we need. to re-examine our notions about the concept

of organizational effectiveness and abo .the:kInds of analytical models

managers require to facilitate effectiven, ss in their own organizations.

WHAT IS ORGANIZATIONAL EFFECTIVENESS?

The term organizational effectiveness has been'used (and misused)

in.a variety of contexts. As noted in Table 1, slsome eqiiate the Worm with

profit or productivity, while others view it in terms of employee jeb -

satisfaction, qnd so forth. While these criteria are often viewed as

definitions of organizational effectiveness, a,few investigators suggest

that such variables actually Constitute intervening variables which en-
,

, han6e the likelihood that effectiveness 'will result-'(Price, 19 8).

If we accept the notion that.organizations are unique an ursue

divergent goals, then uch definitions are too situation-speci5v and

value-ladden to be of mueh use. Instead, it appears More useful-Anitially
I.

to follow t e lead of Etzion-1 1(1960) and others and to define_or anizatiOnal_

ef ess in terms of an organi.iatiOn's ability -to acquire an d efficient-

ly utilize available usourceS to aChieve their oPerative goals.. .

. .

Such a definition requirdiorelaboration. First, we are focusing on
I.

. , \,

operative goals, as opposed to official goa1s1; That is, it s&ems m6re
'

1 --t

Several investiga tors have rejcted what they call'the "goal approach". ,

These'investigatos-define sucksgoals in terms of official (instead of op-
eraLivc) gcalsan-d sug est that e'ffectivenes is'hetter understood in terms
of "system neede or7i6,er over the environment. _As noted by Hall (1972)
.and others, hoAtervich disclaimers?actually re.present an argument over

soma s since syStem needs and power represent statements of an'lligan-
,

izat n's operative goals.

1 0
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appropriate to asSess the elative level of effectiVeness against the

real intended objectives cif an organization, instead of a static lipt of

objeitctives Meant principally fo public consumption. For example, we

often see Rublic advertisemenJ by corporations claiming that "progress

is our most important product" or "the things we do improve the.way we

'live". Such statements (or official'goalp) often giVe the impression

that the company's primary objectime is progress while other goals (i.e.,

prc.i..ort, gr&qth, oi) anfaccelitable rate.of -;-'eturn on investment) probably
4,-.. .

represent more accurate statements of intent (i.e., operative goals).

Thus, whatever the organization intends to pursue, it is against these

criteria that effedtiveneSs is best judged, Such an approach has the added

advantage of minimizing the influence of the'analyst's value judgments

0
in the assessment process.- While many.wil d argue that job satisfaction

is a desirable end, for example, it rem
I. ,

such a goal, not for ap outside atfalyst.

for the organization to s...et,

Mo"reover, inherent in such a definition is the notion that effec-

tiveness is best judged against an organizatiOn'svbility to Ompete in

a turbulent environment and successfully acquire and utilize its resources.

This sugges s that managers muss deal effectively with thAtir external.
.

. environment to secure neede 'resources. Finally, Olis dipproach acitnow-

ledges the concept of efficiency'as a necessary yet insufficient ingredient

(or faciL (tator) of effectiveness.

1" 0 ;,

-For divergentpoints of,view on this'issue, see the recent irtidle in
The Industrial Psychologist entitle:d."Quality of Work Life: Divergent
Viewpoints, 1976,13(4), 38-39.

11
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Efficiency and effectivenes are often used.interchangeably. The,
f.

approach taken here is to separate clearly the two notions and to re-

cognize the importance of and interrelation between the twa.. Wh%Ie

effectiveness is seen as the extent to which operatiNie goals-can ba

leattained,'efficiency is defined as the cost/benefit ratio incurred in

0

_the pursuit of goals (Barnard, 1.938)1 An.example shoufd.clarify.

0

. this distinction. Shq;tly after World War II, a ranking German officer
0 -

observed that the Allies had not."beatee Germany but has'instead

,'

."smothered" her. In other words,_theofficeT was suggesting thA while
,

..
-the Allies ha. been effeCtiue in,the pursuit of r'thei bjective ey -

had nomb e particularly.efficient.

A 'some point, we would expect that intreased.ineffictency Wduld

have a detrieettallaffect on subsequent effectiveness. Applying thiS

example to a business environment, one could s'ug st that.the-more. costly

goal effort becomes, the less likely the business is.-to.be effectiVe.

An example of this efficiency-effectiveness relationship can be seen In

some M. the current experiment's in job redesign, such as the Volvo and

Saab experiments in Sweden. Several prominent investigators ave notdd
a

ently that, while job enrichment may.,have desirable social c equences,

/
the costs associated with such efforts may be so high that Oley increase

the price of the product,beynnd that which custOmers fo.pay..

Hence, .the !ip..t.ion of efficiency emerges as-an import,ht contribution to

organizationi effectiveness.

12
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A Pi(OCESS MODEL: FOR ANALXZINC EFFECTIVENESS

From a seatic.viewpoint, it May suffice to define'effeetiveness in
AO ...

terms of attaining operative goals. However, if weiare to understand
. .

. .

more fully dteprocesses involved in bringing about an effective level

operations, it is necessary to take a more dynamic approach to the topic.

The.approach suggested here is eisentially a "process " of eftec-r4.
a

tiveness. That. is, the aim'here is to provide a framework for analYsis

by managers Of the major processes involved in eeiectiveness. This

approach contralts sharply with earlier Models which attempted to list

.the requisite criteria for assessing organizational success.

The process model proposed here cons.ists of three related components:

1) the notion of goal optimization; 2) a systems perspective; and 3) an

emphasis on human behavior in organizational setting. It is felt thalt

these three components, when taken together, provi-de a useful vehicle for ;.

analysis of effectiveness-related processes in organizations. This Multi-

dimensional approach has several advantages over earlier models. In
it

particular, it has the advantage of increasing the comprehensiveness of

analysis aimed at better understanding a highly complex topic.

Go:11 Optimization

If we examine the va lous approaches currently being used to assess%.

or4onizational effectiveness, it becomes apparent that most rest ultimately

on tliv notion of goal attainment (Hall, 1977) . A primaryeadvantage of

1 3
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using the operateive goal concept fot-loasSessing level of effectiveness

113

is that organizational success is evaluated intherlight of an organi-

ation's behavioral intentions. .In view of the fact that different

organiizations pursue widely divergrt goals, it is only logical

cognize this uniqueness in any evaluation technique.

. ,

While many variat ons on the goal approach to evaluating effective-
,

. ness exist, the more ruitful approach appears to be to view effectiveness

Of
in terms of goal ot imization. That Logo/instead of evaluating success in

e

terms of the extent to which "desired" goals have been maximized, we

recognize a series of identifiable and irreduceable constraints (e.g.,

money, technology, personnel, other goals, etc.) that serve to inhibit

goal maximization. Managers are seen.as setting arld pursuing "optimized"

goats (i.e., destfed goals as constrained by available resources). For

example, a company may feel that a 10% return on investment is a realistic
0

goal in view of resource availability, the existing mattet environment,

1

and so forth. It is suggested here'that it is against this feasible goal /

set that effectiveness be judg d, instead of against the notion of an
v

ultimate goal set. (Note that goal optimization should,not be confused

with sub-optimization, where less than optimal goals are intpntionally

pursued. .Under,sub-optimized conditions, a company may intentiRnally set

a,57 rt:.turn on investment goal even though 10Z may be feasible,given the

s ituot ion.)

1111
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The use of the goal optimization approach has several advantages

over conventional apprches. To begin with, it suggests that goal

maximization is prlably not possible and that even if it was, it may be

detrimental Co an 'rganization's well-being and survival. For example,
. /
4

in most situatiplis there appears to be'little chite.for a company, ro

maximize productivity and job-satiSfaction ato.'the' same- time. Instead,

gompromises musE be made which provide foT an optimal level of attainment

40 0
on both objectives. Thus, the use of a goal optimization,approach allows'

for the explicit recognition ormultiple and often conf4oting goa4.4

/Second, goal optimization models recognize the existence of differen-

.

tial weights that managers place on the various goals in the fealane set..

For instance, a company may place five times the weight (and resources)
4

41)

on the pursuit of its profit goal as it does on its affinadtivefaction

employmept goal or its job AtisfaAion goal. While real-life examples

would obviously be far more complex; this simp1e example should serve to

emphasize the differentialleilhting aspect inherent in any assessment of .

effectiveness.

Th
\e

ird, the model proposed here also recognizes the exist nce of a

series of conLraints that can impede progress on goal attainment. Many

of these constraints (e.g., limited finances, people, technology, etc.)

may be impossible to alleviate. oV least in the short-run. Thus, ii is

impartant to recognize such constraints--and how a company reacts within them--

in any _final assessment of.success or failure.

1 5
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FdGth, this approach has the added advantage of allowing for in-
.

creased flexibility in elle evaluation criteria. As the goals an organi-:
-

11111,

zatir pursues, or the constraints associated with such goals, change, a'

14

-

aew optimal solution would emerge-wilich 4uld represent new evaluation

criteria. Hence, the means of assessmentlwould :remain current and would

be adaptable to the needikof the organizatign.
...- , ;

.

.

Finally, from dhe standpoint of long-range planning, weighted goals
-,

and their relevant constraints could be modelled using computer simulations
.

to derive optimal solutions for purposee of allocating future resources

and effort. The use of computer simulation Models in long-range planning

has become commonplace among larger organizations. This same technique could

be applied to examining organizational effectivenes. Major organizational'.

and enrknmental,variables could be systematically manipulated to analyze

the iippact of such ges on. resulting tacets of effectiveness (e.g.,

profit, market share, adaptation, productivity). Through such manipulations,

optimal solutions could%be derived which would provide direction for

managers concerning the future efforts of tiot enterprise.

0
SvstemsPerspeetive

The second important aspect Of a process model of organizdtiona4

effectiveness is the use of an open systems perspective for purposes of

analysis (Kzltz and Kahn, 1966). ,Such a per.spective emphasizes inter-

relationships between the various parts of an organimation and its en-
,

vironment as they jointly influence effectiveness.

16
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If we,take a systems perspective, it woull0 appear that four major

categories of influences on effectiveness can be identified (see Figllie 1):

1) organizational characteristics, such as-structure and technology; 2)'en-

vironmental characteristics, such as economic and market conditions; 3)-

employee characteristics, such as levftl of performance and job attachment;

and 4) managerial policies and practices. While the precipe manner in7

. .

which these'variables influence effectiveness goes beyond the scopef iis

.1-

- .

,

paper (gee Steers, in press), it is suggested that tliese four setssof

1

r

,

variables must be relatively consonanE,if the likelihood of effectiveness, .

is to be enhanced.

--r -

Insert Figure 1 About Helle
-1P

Thus, managers have a responsibility to attempt to undertand the

nature of their environment and to set realistic goals'aimed at accomr

7 4,
modating Add/or exploiting that environment. Given such goals, the mire

effective organizations will tend to be those which successfully adapt

structure, technology, work effort, policies, etc., so they facilitate

'goal attainment.

Rehavi-)ral Emphasis

A fin, aspect df the process approach to understanding and analyzing

effectivenes ls a major focus.on the rol'e o.cindividual behavior as it

affects organizational success or failure. The position taken here is

17
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in opposition to.the stand taken by many that effectiveness is best examined

. exclusively on a "macro" (or organizatign-wide) basis. Instead, it
411111.

,

appjars that greatee insigfit can.result if_analyses include consideration

of how the behavior of individual emktloyees impacts uponorganizational

goal attainment. If the kemployelspf an organization largely agree with

the objectiyes of thir employer, kre would expect their effort toward

'those goals to elatively high. On the other hand, if the goals of

an organization largely conflict wit1 h the personal goals bf employees
,t

there is little reason td.believe thatsuch, employees.would put forth their
( . .

i f

maximumeffort (Argyris, 1964)'s

1. ,

,

.skr1 interesting examplb of the'impoitance of individeals; in goal
_ N

Nattainment can_he seen in the controversy over automobile-seat belts

. during recent,years. While-this example is not an organizational example

per se, it should serve to make the point. In an effort tOimprove

traffic safety,.the federal government initially passed a law which

required auto manufacturers.to.inStalLeseat 6elts in all new cars.
1

When this'auion,failed to hay.e the desired consequences (that is, Many

people simply'did not use them), additional laws were paS'sed requiring

manufacturers to install-warning lights, buzzers; and so forth, to remind

4

-drivers to'use seat'beltS. Finally, when this Ito proved ineffective,
4 .

laws were passed.,requiring manufacturers.to install Aevices which made

it mandatory to use seat belts before the ignition could be activated.
9

W14i1e the initial gual was laudatory., ehe vroce

18

eans)used to achieve

4.

-
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f

this goal were largely ineffective becatise they 14gqored the Pre-

dispositions and b4havior patterns of most driver Perhaps a More
S. -110

.effective strategy (certainly in terms Apf'time and cost) would have

- .
. .

, been simply-to pass one.law nullifying acéident insurance claims for

drivers injured while not wearing, seat belts-

"Hence, when we examine_organizational effectiveness, ie is important
r-4

to recognize and accou4c for the people who ultimately determine tfie
4

. ._

quality and quantity of an organization's respopse 1lb environmental

dbmands.

SUMMAkY AND 'CONCLUSIONS

\ .

Most Contempolary'organizations exist in turbulent environments, where

survival ari'd growth can be relatively comMongace. Within

s oft environmenti, managers.must attempt to'secure and properly utilize

r sources in'artefeart to attain the operative goals set forth by

t e organization. The process by which they do so--or fail to do so--'

is at the heart of the Concept of Organizational effectiveatss.
.r

4

In the above discussion, we have attempted to review the various w

pproaches that have been taken to evaltiating organizational effectiveness.

)3

It was noted that little homogeneity ,existsibetween the various approaches.

This laFk of consensus is'believed to result from die existence oi at

least eight problems inherent in the existing models. Ip an effort to

P
overcome many of these woblems, a process mode' of organizational

effectiveness has been proposed.

1 9
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The milo.del described here somewhat different frOm earlier models.

Instead of s'pecifring the criteria'for effectiveness (i.e., wheniis an 1

,

organization effective2), this wider focuses on the process of becoming

r.
f effective (i.e., what conditioNare mostsconducive to effectiveness?)

It is argued here that the actualCrileria for evaluation varydepending #
4i

on.the particular operative goals of the organizatio . Because of this,

it appears appropriate to place greater emphasis on nderstandeng the

dynamics associated with effectiveness-oriented bUwsior. A

-It is 'further-suggested that one way to co ptua

effeCiveness as a

the use of opt

ttaining) cark,

process. Then,

.
concening the a0A0priateness of managerial resource allocation decisions

o'
4,

inthe' tight of eithse constraints.',That is, there may be a better way for"

managets pi spend their limited resotrces. Important questions to consider

tional

xaAlke thr relate First,

what an qrganization is capable of

realist c parameters on the assessment

4'
n these constraints, we can ask intelligent questions

here include the following:

To what extent are we applying our mited resources traward

theattaindent of our various goals? I point of fact, organizations
Often make.resource allocation deciSions "ndependent of goal :decisions,
resUiting in "unfunded",goals and "funded' non-goals. This behavior

perhap"s most clearly exemplified in the ractice by various state
/ an& fyderal legislaturesof passinik authoriz,tion bills and appro-I

/ priaTion bilis separately. Thus, it is possible (and; in fact, often
happens) that a bill (goal) becomes law but no resources are appro

priated to implement it. 4110

t.

.\
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111

p.

b. Is there a clear relationship betweenthe amount of resources-
we spend on-th* various goal$ and the importance of each goal?
riar example; if an organization truly believes it places equal
weight on making a profit and on improving the quality Of working
life, are such beliefs borne qtt in terml of resoUrcp allocation?
This does not suggest that.equivalent amounts of resources must
be spent 012 both goals. Instead, it suggests that sufficfent re-
sources be'spent to bring about the,4ttaidlent of both goals.

-

c. What kind oi.re urn on investment are we getting on our
resources per goal? orgaiTizations pursue multiple goals, it
wOuld seem logical to eXamine the efficiency of effort toward ,

each goal. It may be that,an organizdtion is highly efficient /

on its less iMportant &els and.Aplatively inefficient on its,more
. important -goals.. Where such dneTiiciencies are noted, decisions

must b'e made concerning .the desivfiility of continuingthe Pursuit
of thegpal, Where i goal is vielged as worthwhile (e.g., hiring
the hard-core-unemployed), comfanies may pursue1/4the goal despite
a low retup on investmedt.

d. Is ehe qntire organization working tpgether for goalattain-
ment? There are instance$ where the existing marketing channels
of an organization are not suited to newer or different products,
leading ,to suboptimal results. Moreover, a fairly commion complaint
against .researchad'developmene. 'departments is that their scientists
stress basic-research projects,:it the expense of applied projects
which generaily have more.immediate and more certaiwpayoffs.

e.

*

Firs y, organizations should co17tant1y raise questions cow-
cernihg) tir place in the external en ironment. A relatively
successful example of Suth organization-environment fit can be
setein American Motors Corporation, which for many years has
specialized in small cars and jeeps while the "big three" stressed
medium arid large-sized cars. As the other auto makers shift their
focus toward smaller cars, however, Akit (with fewer resources) may
find it,hecessary to adjuse its efforts toward newer markets. Hence,
flexibility in the face of environmental change remains an important
area of concern for effective organization.

Second, ir has been stressed thleoughout our discussion that the use"

of a systems perspective allows for the explicit recognition of how

various factors in the organization blend together to facilitate or inhibit

effectiveness-related activities. This approach forces managers to
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emp more comprehensive analxxical models v.hen asking questions about

why the organization achieved or failed to achieve a particular goal.

'It allows for a more global perspective of the nature of the problem, ag

1
any consideration of how organizations become effective (or more effec-

.

,tive). must account folk the primary eeterminant of ultimate organizational
. '

well as- possible

Third, it is highly des ble to recognize the important link

Al

ketween individual behavior,and orgalifozatiort-wide performance. That is,

: 40 performance:-/the employees of th orgariiza ion. Recent efforts to
4

\

institute Management-By-Objecti es programs in organizations represent .

one siich attempt to coordinate,the efforts of various employees toward

specific organizational objectives. When taken together, thdse three

related factors whould assist managers and organizational analysts in
1

understanding.the various ways organizaions move toward or away from

goal attainment and brganizational effectiVeness.

Two general conclusions emerge from our analysis'of organizational

effectiveness which have important implicaions for both managers and

psychologists. To begin with,,the concept of organizational effectiveness -

is best understood in terms of'a continuous process instead of an end

state. MarsIall'g resource's for goal-directed effort is an unceasing

task foi most mah gers. In view of the changing nature of the goals

that are pursued in many organizations, managers have a constant res-
.

-,ponsibility to recognize environmental changes, restructure,available

resources, modify :technologies, develop employees, and so forth, in

22-
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order to use the talents at their disposal to attain such goals. In

these efforts, contemporary managers emerge ai the piimary facilitator

Of 10Vectiveness through theirgactions and behavior.

In addition, our analysis has emphasized the central role of confin-

gqncies id0 any discussion of effectiveness. Thus, it is incumbent upon

managers 'to recognize the unique qualities thatodefine their own organi-

,zation--its goals, structures, technologies, people, environments, etc.7-
,

. and to respond in a danner that is consistent with this uniquenewp This

. . ,

(

. _

. .

conclusion cautions against tHe arbitrary use of "rules" or "principLes" '

for achieving success. Such rules and pridtiples ate of little use in

)view of the diversity of orglizations in our contemporary society.

Instead, responsibility must fall to the organization and its management

to develop emplo ees so thef can better recognize and understand the nature

of a particular situation d respond appropriately. When viewed in this

manner, organizational effectiveness becomes largely a function of the

exteht to which managers and employees can pool their efforts and overcome

the obstacles which inhibitioal attainment. ,



e.

22

REFERENCES
5,

4

A

Argyris, C. Integrating the individual and the organization. New

York: Wiley, 1964.

Barnart,.. Functions of the executive. Camteridge: Harvard University

Press, 1938.

CaMpbell, J.P., Bownas, D.A., Peterson, M.G., 401 Ddhnette,11%D.,
, .. : . _

The mfasurement of organitational effectiveness: A review of '.

,
.

relevant research and opinion. San Diego: Navy Personnelllesearch

and Development Center, 1974.

Etzioni, A. Two approaches to organizational analysis: A critique and ,

a suggestion. AdministratiVe Science Quarterly, 1960, 5, 257-278.

Georgopoulos, B.S.,'and Tannenbaum,A.S. A study organizational

eftectiveness. American SocioloWcal Review, 1957, 22, 534-54O.

Ha , R.H. Organizatians: Structures and process. EnglewoodfCliffs,
a

N.J.: Prentice-Hall, 1972.

Katz, D., and Kahn, R. The soeial psychology of rganizations.

New York: Wiley, 1966...

Mahoney, T., and Weitzel, W. Manageriai models olorganizational
. -

effectiveness. AdministratiVe Science Quarterly, 1969, 14, 357-365...

Parsons, T. S ggesti6 jsoi a sociological appioach.to the theory of .

r:

organizat ons.. A.dministrative SCience Quarterly, 1956.,,1, 63-85.

a

,2 4



23

Pennings, J.M:, and .Goodman, P.S. Toward a framework of organizational

effectiveness. Technical Report No. Office of Naval Research

Z
.

Coptract No. N 00014-75-C-09.73, NR f7O-801; Graduate School of

Industrial Administration, Cainegie-Mellon University, 19746.
Y

-
.

4 \41
\ . 1

'Oyganizational effectivenes's: An inventory of Propositions.
,

Pricei

Homewood, 1968.1k.

,Stedrs, 'Problems in the Treasurement of organizational effectiveness.

)

Administrative Science Ouarterly, 1975, 20, 546-5*.

Steers,, R.M., Heterogeneity in 'effectiveness models (a reply)

Administrative Science Quarterly, 1976, 21, 343.

Steers, R.M., Organizational effectiveness: A behavioral view:
t *

Santa Monica, Ca.: Goodyear Publishing, in press;

Yuchtman, E., aad Seashore, S.E., A system resource approach to

organizational effectiveness. American Sociological Review

32, 891-903.

C.

e

2 5

%or



14'

1

Table 1

'FREQUENCY OF OCCURRENbE-OF EVALUATION erRITERIA IN 17 MODELS,
OR ORGANIZATIONAL EFFECTIVENESS

,

,

Evaluation Criteria
Number of times

Mentioned,
(N=17) .....

.?Percent of

'Total

Adaptability-flexibility

Produ4ivi"

59%

35%

Satisfaction 5 29%,

Profitability 3 18%:

Resource acquisition 3 18%.

Absence of strain 2

Control over environment % 2. 12%

DeveloPment 2 12%

Efficiency 2 12%

Employee, retention 2 12%

Growth, 2 12%

Integration 2 12%

2 '12% ,

Survival 2 12%

Alt other criteria 1 6%

Source: R.M. Steers, "PrqblemL in the Measurement of Organizational
Effectiveness", Administrative Science Quafter1y, 1975, 20, 546-558.
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Figure 1. Major Influences on Organizational Effectiveness

Organizational Characteristics

(structure, technology)

Environmental Characteristics

economim. & market conditimi)

Employee Characteristics

(performance, job attachment
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